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I am delighted to learn that the Board of 
Governors of the New York State Association for 
Retarded Children, Inc. has voted to support the 
"Medicaid Home and Community Quality 
Services Act." Your endorsement will certainly 
enhance the chance that this legislation will 
pass in the near future. We must strive to make 
the nation's Medicaid System responsive to the 
goals that we as a nation have set for people with 
developmental disabilities. 
I look forward to a continued, positive rela-
tionship with the Association on issues vital 
to those with disabilities. 

Sincerely,  

Senator John Chafee 
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Preface 

Since the events that led to the signing of the 
Willowbrook Consent Decree almost 14 years ago, New 
York State has often served as a national stage for 
discussion and debate regarding issues of importance to 
persons with mental retardation and developmental 
disabilities. This monograph continues our Association's role 
as an active participant in this process; a process which 
so intimately affects the lives of so many of our 
organization's 57,000 members. It also makes it clear that 
despite any indication to the contrary, there is enormous 
grassroots support in our State for legislation of 
unprecedented significance to persons with mental 
retardation and developmental disabilities. 

Finally, we do not intend that this monograph be a 
complex analytical work; nor is our sole aim to provide an 
overview of a specific piece of federal legislation. Rather 
our greatest wish is that this monograph clearly articulate 
our Association's position on a broad conceptual issue; 
an issue which will undoubtedly continue to be important 
irrespective of the fate of any one solution that has 
been or will be devised to resolve it. 
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Introduction 

n 1988 in New York 
State, approximately 
10,000 individuals 

continue to 
reside in large 
and 

depersonalized 
State institutions; 

another 10,000 persons 
living at home are in 
desperate need of com-
munity residential 
placement."  

The New York State Association for Retarded Children, Inc. 
(NYSARC) was founded in 1949 by a group of parents of children 
with mental retardation and other individuals concerned with the 
well-being of these persons. The founding premise of the Association 
was that persons with mental retardation are best served in homelike 
community-based settings and that traditional institutional approaches 
to rendering care were cruel, debilitating and unnecessary. 

Since 1949, NYSARC has emerged as perhaps the largest and most 
effective not-for-profit provider and grass-roots advocacy organization 
of its kind in the nation. The Association's 65-member chapters operate 
hundreds of day and community-based residential programs throughout 
New York State. Further, the Association has continued its tradition 
of advocating on issues of statewide and national importance; a 
tradition which has flourished throughout the administrations of five 
of New York's Governors and which has resulted in the signing of 
landmark legislation establishing the basis for a vast system of 
community-based care. 

The growth of our Association as a service provider has reflected 
the dramatic growth of community-based services on both a state 
and national level. In New York. State there are now approximately 
20,000 persons in community residential programs; another 35,000 
attend community-based day programs. Clearly, we have come a long 
way since the days when institutionalization was seen as the only 
recourse for persons with mental retardation and developmental 
disabilities. 

However, as an advocacy organization, NYSARC must constantly 
ask itself what else remains to be done to insure that the rights and 
well-being of all persons with mental retardation are protected and 
enhanced. In this respect, we are confronted with the fact that our 
goal of establishing appropriate community-based services for all of 
these persons who are disabled is far from complete. 

In 1988 in New York State, approximately 10,000 individuals 
continue to reside in large and depersonalized State institutions; another 
10,000 persons living at home are in desperate need of community 
residential placement. This need is reflected across the nation despite 
over a decade of dramatic progress towards providing appropriate 
community-based services. 

 



 

  

The Need for Medicaid 
Reform 

The backbone of the developmental disabilities service system 
throughout the nation is the Medical Assistance Program (Medicaid) 
established pursuant to Title XIX of the Social Security Act. Since 
the early 1980's advocates throughout the State and nation have 
increasingly pointed out that Medicaid discourages rather than 
encourages the growth of community-based services. These advocates 
point to the restrictive nature of Medicaid regulations which limit 
the use of Medicaid dollars primarily to institutional services while 
prohibiting the expenditure of such funds on the broad array of 
community-based services. They ask: how can there be such a blatant 
contradiction between nationally accepted treatment goals and funding 
policies for persons with developmental disabilities? 

This appears to be an obvious question. For over a decade we have 
come to emphasize the need for a broad range of community-based 
programs suited to a wide variety of individual needs. We know, for 
example, that there must be competitive and supported work 
opportunities for some individuals while other persons may require 
day treatment. We have also come to the realization that all individuals 
can live in a variety of community residential options of varying 
intensity. 

For over a decade we have worked to build a system based on 
this perspective. We have pursued this goal despite our heavy reliance 
on Medicaid which, in fact, is used almost exclusively to provide a 
narrow range of highly restrictive services. In 1988 almost 70% of the 
funding for developmental disabilities services in New York State will 
come from Medicaid. Approximately 65% of these dollars will pay 
for institutional care. The balance of Medicaid funding will pay for 
the most intensive and restrictive community-based services 
including day treatment and small ICF/MRs. 

Clearly, funding and services have been pulling in opposite directions. 
This conflict between service goals and funding guidelines within our 
own state is experienced across the nation and, as a consequence, 
so is the call for Medicaid reform. The broad national attention focused 
on Senator John Chafee's legislation (R-Rhode Island), the "Medicaid 
Home and Community Quality Services Act," reflects this phenomenon. 
So does the emerging focus on Medicaid reform legislation sponsored 
by Representative Henry Waxman (D-California). In New York State, 
the Office of Mental Retardation and Developmental Disabilities 
(OMRDD) own "Medicaid Waiver" is another attempt to reform Medicaid 
funding for developmental disabilities services. All of these proposals 
are intended to broaden the ability to use Medicaid to pay for a wide 
variety of community-based services aimed at meeting the wide variety 
of individual needs. 

NYSARC has endorsed the proposal advanced by Senator Chafee. 
We feel that this proposal offers the best opportunity to overhaul an 
archaic national funding policy and make it consistent with the 
philosophy of community-based care which we have come to embrace 
on behalf of persons with developmental disabilities. It is the goal 
of this paper to explain our reasons for this position and in doing 
so to hopefully promote the enactment of this important and 
potentially landmark piece of legislation as well as the invaluable 
philosophical concept of Medicaid reform which it embodies. 

Clearly,  funding and 
services have been 
pulling in opposite 
directions. This conflict 
between service goals and 
funding guidelines within 
our own state is exper-
ienced across the nation 
and, as a consequence, so 
is the call for Medicaid 
reform." 

 



 

 

he fundamental aim of 
the "Medicaid Home and 
Community Quality 
Services Act", also known 
as the 'Chafee Bill', is to 
maximize the availability 
of community-based 
programming for persons 
with developmental dis-
abilities while minimizing 
reliance on large institu-
tions to care for these 
individuals." 

Legislative Summary:     

What does the "Medicaid Home and 
Community Quality Services Act" Do? 

The fundamental aim of the "Medicaid Home and Community 
Quality Services Act", also known as the "Chafee Bill", is to maximize 
the availability of community-based programming for persons with 
developmental disabilities while minimizing reliance on large institutions 
to care for these individuals. This goal is philosophically rooted in 
the notion which has been endorsed by our Association and other 
advocates throughout the nation: that persons who are disabled are 
best served in the community and that institutional care is a system 
of the past. The legislation sets out to accomplish this goal in two 
ways. 

Firstly, the "Medicaid Home and Community Quality Services Act" 
would vastly expand the array of community-based services paid for 
by Medicaid to include many services not currently covered. At a 
minimum these services would include the following: independent 
case management; individual and family support services (including 
respite and attendant care); specialized vocational services (including 
prevocational services and supported employment services); protection 
and advocacy services; and protective intervention services. 

In addition, states would, on an optional basis, be able to offer 
any of the following services under their state Medicaid plans: 
habilitation services; case coordination services; educationally-related 
services; occupational therapy; physical therapy; speech therapy; non-
aversive behavior intervention therapy; diagnostic and assessment 
services; personal assistance and attendant care services; homemaker 
and chore services; adaptive equipment and adaptation of vehicles 
and housing; home health services; dental services; rehabilitation 
services; crisis intervention; specialized training for families and 
caregivers; special transportation services; personal guidance, super-
vision and representation; preventative services; and such other services 
proposed by a state and approved by the Secretary of Health and Human 
Services. 

Secondly, the "Medicaid Home and Community Quality Services 
Act" would minimize a state's reliance on large institutions by capping 
federal financial participation for residential facilities serving 16 or 
more individuals (for example: all developmental centers, other ICF/ 
MRs and SNFs). The cap would be fixed at the level of federal funds 
received by a state for these facilities during the year of the bill's 
enactment. However, the cap could be exceeded to cover inflationary 
increases over 6% (based on the Consumer Price Index) and to pay 
costs incurred by a state to comply with federal certification 
requirements related to an approved reduction plan. 

Again, the point of this provision is to encourage states to minimize 
their reliance on the utilization of institutional care for persons with 
developmental disabilities. 

It should be noted that although the "Medicaid Home and Com-
munity Quality Services Act" substantially increases the availability of 
federal funds for community-based services, it would prohibit the 
state from decreasing its funding for these services. Specifically, the 
h i l l contains a maintenance of financial effort requirement. This  

 



 

 

requirement mandates that the state expend from non-federal funds at 
least the amount it expended on Community and Family Support 
Services prior to the enactment of the "Medicaid Home and Com-
munity Quality Services Act". Further, the bill requires the state to 
annually adjust its maintenance of financial effort for inflation as 
measured by the Consumer Price Index. 

The impact of this provision is important. It means that since the 
state's financial contribution must be maintained, the infusion of new 
federal dollars necessarily means that total funding for Community 
and Family Support Services must increase under the "Chafee Bill". 
In those states where there are already substantial service levels funded 
entirely through state dollars, and these services would qualify for 
Medicaid under the "Chafee Bill", such overall funding increases could 
be dramatic. 

Finally, the "Chafee Bill" would provide services to persons living 
at home without regard to family income. Under current law Medicaid 
generally requires that persons living at home be placed out of home 
in order to qualify for Medicaid funded services. This often creates 
an incentive to unnecessarily institutionalize individuals who would 
be far better served at home with their family. The "Chafee Bill" 
once and for all removes this incentive which is entirely inconsistent 
with contemporary treatment philosophy.  

he 'Chafee Bill' would 
provide services to 
persons living at home 
without regard to 

family 
income." 



 

 

his legislation does not 
simply liberalize the use of 
Medicaid funding for 
more appropriate 
community services; more 
to the point it imparts an 
important philosophy of 
care which requires ser-
vices to be founded upon 
the need of persons who 
are mentally retarded to 
be a vital part of both their 
community and their 
family."  

Other Features  

A Philosophy which Promotes Compre-
hensive Community Care and Values the 
Needs and Worth of Individuals Who are 
Disabled and Their Families  

The philosophical importance of the "Chafee Bill" in the context 
of Medicaid reform must be underscored. This legislation does not 
simply liberalize the use of Medicaid funding for more appropriate 
community services; more to the point it imparts an important 
philosophy of care which requires services to be founded upon the 
need of persons who are mentally retarded to be a vital part of both 
their community and their family. It is this philosophy which, as this 
paper has already established, has been adopted and accepted by 
almost everyone involved in caring for these individuals, but which 
is yet to be incorporated into the fabric of the Medicaid program. It 
is this gaping inconsistency between funding and philosophy which 
the "Medicaid Home and Community Quality Services Act" finally 
resolves. 

Through the enactment of the "Medicaid Home and Community 
Quality Services Act", the federal government would set forth the 
framework for effectuating a national philosophy within which states 
would be encouraged to provide appropriate care. Such framework 
and its specific provisions is essential in the absence of an appropriate 
state philosophy or when states abandon their philosophy for the sake 
of expediency. 

For example, in addition to broadening the availability of Medicaid 
to fund a wider range of appropriate services, the "Chafee Bill" would 
require: appropriate placement close to home when consistent with 
the needs of the individual (when out-of-home community residential 
placement is made); equal access to community services without regard 
to prior residence or severity of disability; participation of parents 
or guardians in planning for community placement; due process when 
they disagree with placement or treatment decisions; and parent 
involvement in assessing the physical and social environment of 
residential settings for persons who are severely disabled. The "Chafee 
Bill" also contains provisions that would restrict the size of community 
residential facilities in order to create a more homelike environment. 
And finally, the "Chafee Bill" provides individuals and their families 
the right to choose from available licensed service providers. 

Parent and family participation and involvement, equal access to 
services for all persons with developmental disabilities, and acknowl-
edgement of the need of these persons who are disabled to be an 
integral part of their own community are essential elements of 
contemporary treatment philosophy. The "Chafee Bill" aptly incor-
porates all of these elements into the law of the land. 

 



 

 

The Political Debate Over the 
"Chafee Bill" 

The key players in the political debate over the "Medicaid Home 
and Community Quality Services Act" include the federal government, 
state governments, public employee representatives and advocates. 
These groups view the "Chafee Bill" in the context of its impact on 
their respective interests. Certainly, however, the fiscal consequences of 
this legislation for both the state and federal government are 
potentially profound. By definition, the Medicaid program is a financial 
program. It is self-evident, therefore, that the debate over the "Chafee 
Bill" will, in large measure, turn on the results of the fiscal impact 
of this legislation. 

A. The Fiscal Perspective 

The Medicaid program costs the federal government nearly 35 
billion dollars annually. The developmental disabilities component of 
this program includes 10% of these costs or 3 7 billion dollars per 
year. These federal costs are, of course, state revenues. Legislation 
that potentially changes this financial relationship is of vital concern 
to both of these respective levels of government. 

Clearly, the federal government's concern with respect to this issue 
is straightforward. The federal government's budget is in the midst 
of a deficit crisis of unprecedented proportion. Any legislation that 
potentially adds to that crisis must be viewed with understandable 
concern. While the "Chafee Bill" would cap institutional costs, which 
run nearly 2.5 billion dollars annually, it creates broad new entitle-
ments for community-based services. In preliminary estimates, the 
Congressional Budget Office (CBO) claimed that this trade-off between 
institutional cost containment and additional community services 
entitlements would, in the short run, save the federal government money. 
However, CBO also maintained that the long-range consequences would 
be a relatively modest increase to the federal government of approximately 
300 million dollars per year until 1992, at which time it is anticipated 
to stabilize. 

The Executive Branch of the federal government, on the other hand, 
claims that Senator Chafee's legislation is a "budget buster". The 
Office of Management and Budget (OMB) claims that the "Chafee 
Bill" would, by 1992, cost the federal government an additional 1.29 
billion dollars annually. According to OMB's analysis, any initial savings 
created by this legislation is more than lost through the establishment 
of new and broad entitlements. 

In reality it is extremely difficult to determine which branch of 
the federal government, Executive or Legislative, is correct. Neither 
can predict the extent to which the new entitlements established 
by the "Chafee Bill" will be utilized. Further, any accurate analysis of 
the fiscal impact upon the federal government must ultimately rest 
upon an accurate analysis of what fiscal impact the "Chafee Bill" will 
have on the states. After all, it is the states that will claim federal 
Medicaid dollars based on the costs they experience operating 
institutions and structuring community-based entitlements under the 

y definition, the 
Medicaid program is a 
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results of the fiscal impact 
of this legislation." 



 

 

he likely fiscal 
implications of the 
'Chafee Bill' would 
undoubtedly accelerate the 
total growth of appropriate 
community-based service 
levels in New York State 
for persons with develop-

mental 
disabilities." 

provisions of Senator Chafee's legislation. Such cost experience can 
in no way be uniform. Rather, it will vary from state-to-state and 
will depend on a variety of factors including each state's Medicaid 
matching ratio; whether a state opts to maintain existing levels of 
institutional services; the degree to which a state is willing to expand 
community-based entitlements; and the extent to which each state 
now pays for services on its own which, under the "Cha fee Bill", 
would qualify for federal Medicaid dollars.  

In New York State, for example, there are approximately 240 million 
dollars expended on services which are funded solely with State 
dollars and which appear to qualify as Medicaid eligible entitlements 
under the "Chafee Bill". It would seem, therefore, that if the "Chafee 
Bill" was currently in force, New York State could conceivably reduce 
its costs for those services by 120 million dollars (equivalent to the 
State's 50% Medicaid matching ratio) and reinvest its savings into 
additional Medicaid eligible services in order to comply with the 
maintenance of effort provision of the "Chafee Bill". The net result of 
these actions would mean that in New York State, each dollar which 
the State now spends on qualifying non-Medicaid eligible community-
based services from non-federal funds would support two dollars of 
total expenditure under the provisions of the "Chafee Bill". 

The following chart summarizes the fiscal impact of the "Chafee 
Bill" on New York State by service category: 

Community-Based Services: 
Fiscal Impact on 

Current Non-Medicaid 
Services 

 

 Estimate of    

 Current Under Under Total 
 "Chafee Eligible" "Chafee" "Chafee" Expend. 
 Non-Medicaid Required Avail. With 
 State State Federal "Chafee" 
 Expenditures Expend.  Funds   

Program (millions)    

Day Services $100   , $100 $100 $200 
Residential Serv. $110 $110 $110 $220 

Family Spt. Ser. $ 20 $  20 $ 20 $ 40 

Other Serv. $  10 $   10 $  10 $  20 

$240 $240 $240 $480 

The likely fiscal implications of the "Chafee Bill" would undoubtedly 
accelerate the total growth of appropriate community-based service 

 

44 



11 

levels in New York State for persons with developmental disabilities. 
Further, the proportion of federal funding for community-based services 
would substantially increase. Such increase is summarized by the following 
chart: 

Community-Based Program Levels 
Percent State vs. Federal Funding 

1984 

75% 

As the chart indicates, assuming that the "Chafee Bill" is enacted 
in 1988, program levels for appropriate community-based services 
would grow at an accelerated pace over prior year rates. Federal funds, 
which now support about 30% of community-based programs, would, 
under the "Chafee Bill", support almost 47% of total community-based 
program levels. Indeed, at least in New York State, the "Medicaid Home 
and Community Quality Services Act" would create an obvious incentive 
to expand community-based development; which is, of course, exactly 
the outcome which this legislation is intended to achieve. 

Again, from a fiscal perspective, the position of each state on the 
"Chafee Bill" will vary according to the outcome of an analysis, like 
that for New York State, based on a unique set of circumstances. 
However, the fiscal perspective is not necessarily the overriding concern 
for any of the participants in the political debate over this bill. 

B. Other Political Concerns  

Despite what appears to be an overwhelming case for New York 
State to support the "Chafee Bill", the State's Office of Mental 
Retardation and Deve lopmental Disabilities (OMRDD) is opposed to 
this legislation. This is a striking departure from an aggressive 
strategy which OMRDD has maintained for nearly a decade aimed at 
maximizing its federal Medicaid revenues. It further highlights the 
complexity of issues surrounding the political debate over federal 
legislation which can effectuate sweeping national changes without 
possibly being able to take into account the multiplicity of concerns 
experienced by each of the 50 states. 

For example, a key concern of New York State continues to be 
the maintenance of a large and costly system of antiquated institutional 
care. This system consists of 19 developmental centers caring for 
approximately 10,000 individuals. It is plagued by client care problems 
and is the subject of persistent federal oversight activities. It currently 

costs $271 per day to operate these 
centers for each resident served. 
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While New York State has aggressively deinstitutionalized these 
facilities for over a decade its annual operating costs are almost 600 
million dollars. 

Clearly, New York State has a vast and continuing investment in 
its institutional operations. Thus, the freeze on reimbursement to 
facilities over 15 "beds" constitutes a substantial concern to OMRDD. 
In testimony submitted to the Senate Subcommittee on Health 
regarding the "Chafee Bill", OMRDD Commissioner Arthur Y Webb 
stated, "This freeze - which is not indexed for an individual state 
to accommodate union negotiations, fixed cost trends, most inflation, 
necessary capital improvements, or even the cost of deinstitution-
alization - would constitute a real cut by the federal government." 

In this respect, it should be noted that for a number of years, 
OMRDD has invested considerable time and effort developing its 
own "Medicaid Waiver" proposal which, like the "Chafee Bill", is 
intended to broaden the ability to use Medicaid funding for a broad 
array of community-based services. Though this proposal has never 
been sufficiently defined to facilitate a clear comparison with the 
"Chafee Bill", it has been developed by New York State and presumably 
for New York State. Unlike the "Chafee Bill", it does not represent a 
sweeping change in national Medicaid policy over which New York 
State has relatively little control or assurance that its concerns will 
be taken into account. 

OMRDD's position not only highlights political problems caused 
by the unique circumstances facing states in their individual service 
systems; it also demonstrates the inherent inability of organizations 
to look beyond their immediate interests in order to seek the reali-
zation of a treatment philosophy which they have ostensibly been 
pursuing for over a decade. Thus, it is not surprising that OMRDD's 
concern over the freeze on reimbursement to facilities over 15 "beds" 
is shared by public employee unions across the nation, who have a 
vested interest in maintaining these large facilities within which so 
many of their members are employed. 

Strong public employee opposition to the "Chafee Bill" was evident 
at hearings held on the bill last March. Mr. Jerry Klepner, the Director 
of Legislation for the American Federation of State, County and 
Municipal Employees (AFSCME), stated that large institutions are "the 
backbone of services to the mentally retarded." He added that the 
bill would both undermine that care and give too much power to 
the states regarding quality assurance issues. As a result, more persons 
who are disabled would be cared for in a greater number of non-
public community-based facilities offering inferior care to that generally 
rendered in state-operated programs. As evidence, Mr. Klepner cited 
a recent study done in Philadelphia, claiming that in some 200 
privately operated residences in Pennsylvania, 83% of clients lacked 
adequate services. 

Also opposing the bill at the Senate hearings was Dr. W. Robert 
Curtis, Associate Professor at the New School for Social Research in 
New York. Dr. Curtis stated that the bill would eliminate a "150 
year-old covenant" between government and its citizens. He described 
the covenant as an understanding that "the state" would "take over 
the care of persons in dire straits" and exercise its judgment with 
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respect to their care, treatment and well-being. He further added that 
the "Chafee Bill's" incentive for deinstitutionalization would create 
movement of such persons out of public institutions and into unstable 
privately operated settings. Such movement would place the well-
being of persons with developmental disabilities in the hands of 
"unelected and unaccountable private operators", according to Dr. 
Curtis, who are primarily motivated by economic factors rather than 
a concern for client care. 

Clearly, for one reason or another, the rallying point for opponents 
of the "Chafee Bill" is the freeze on federal funding to large facilities. 
Yet it is on just this point that proponents of this legislation are in 
greatest agreement. Again, at the Senate hearings, Mr. K. Charles 
Lakin, a noted national expert on developmental disabilities, began 
the hearings by stating that though most major federal legislation 
dealing with disabilities, such as the Developmental Disabilities Act, 
is based on a philosophy of community-based care, 85% of persons 
with developmental disabilities still reside in facilities over 15 "beds". 
Mr. Lakin noted that community-based care improved individual 
functional capacity of persons who are disabled, was more cost effective 
and more humane than institutional care. He concluded by stating 
that there "is no purpose for institutionalization in this day and age".  

NYSARC, of course, as a strong advocate, agrees with much of 
Mr. Lakin's testimony. From our perspective, this bill seeks to alter 
the status quo; an activity which we observe based on our own 
experience, inevitably engenders powerful opposition. Thus, we see 
the political debate over the "Medicaid Home and Community Quality 
Services Act" as one in which entrenched viewpoints and interests 
become threatened and respond accordingly; a response that is very 
often the trademark of truly meaningful change and landmark 
legislation. 
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ersons with 
developmental disabilities 
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community through the 
delivery of a broad range 
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the Medicaid 

funding system; 
a system that must 

be overhauled if our 
national goals for these 
individuals are to be 
finally and fully realized." 

The "Chafee Bill" clearly advances long sought after improvements 
in the manner in which Medicaid funding is used to provide services 
to persons with developmental disabilities. As stated, this legislation 
would enhance the ability to tailor services to the needs of individuals 
by making Medicaid dollars available to fund a broad array of 
community-based services. Under current law, Medicaid dollars are 
limited to intensive services that are not always appropriate for the 
needs of many persons who are mentally retarded. As a result, Medicaid 
creates an incentive to serve many persons in overly intensive or 
restrictive settings or to not serve them at all.  

Further, the "Chafee Bill" includes provisions aimed at encouraging 
states to minimize their reliance on institutional care for persons with 
developmental disabilities. As an Association, we have embraced this 
precept and advocate for the right of each individual to live as normal 
a life as possible in community-based settings. 

Additionally, the "Chafee Bill" would not only broaden the array 
of services available to persons with developmental disabilities, but it 
would also increase the quantity of such services. Under the 
provisions of this bill, in excess of 200 million dollars worth of 
services which are now fully funded by New York State would become 
eligible for federal matching funds through the Medicaid program. 

Finally, a key concern for many interested parties, including New 
York State, has been the "Chafee Bill's" proposed freeze of Medicaid 
funds to facilities over 15 persons. In certain states this provision 
could require acceleration of the pace of deinstitutionalization in 
order to eliminate costs that might be incurred at developmental 
centers in excess of the freeze- imposed cap. Acceleration of deinstitu-
tionalization could further deny placements to persons living at home 
and could aggravate quality of care concerns at facilities targeted for 
closure. 

However, New York State is already aggressively deinstitutionalizing 
its developmental centers. Costs in these facilities have been dropping. 
Consequently, we believe that there is little likelihood that the "Chafee 
Bill" will cause New York State to further accelerate the movement 
of individuals out of developmental centers and to experience the 
problems that would accompany such acceleration. 

Nevertheless, our organization, like many others, is concerned with 
various technical aspects of the "Chafee Bill" (see Appendix I, "Analysis 
of Specific Concerns") and we will continue to work to ameliorate 
these concerns. However, the "Chafee Bill" reflects the philosophy 
of the overwhelming majority of experts and advocates in the field 
of developmental disabilities: that persons with developmental dis-
abilities are best served in the community through the delivery of a 
broad range of services. We maintain that the "Chafee Bill" would 
finally reconcile this philosophy with the Medicaid funding system; a 
system that must be overhauled if our national goals for these 
individuals are to be finally and fully realized. 
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Appendix I Analysis of Specific Concerns  

The following is an analysis of various concerns which NYSARC and New York State's Office 
of Mental Retardation and Developmental Disabilities (OMRDD) have identified in the 
"Medicaid Home and Community Quality Services Act".  

ISSUE: Does the bill prohibit Medicaid reimbursement for capital construction costs associated 
with the development of community living facilities? 

NYSARC ANALYSIS OMRDD ANALYSIS 
 

The "Chafee Bill" amends Title XIX of the Social Security 
Act, from which funding for the ICF/MR is derived. 
The bill is "silent" on the issue of capital reimbursement, it 
does not explicitly provide for such reimbursement nor does 
it prohibit capital reimbursement. 
The current Title XIX is also silent on the issue of capital 
reimbursement. 

Currently, up front costs for capital construction are 
met through State grants, bank financing, sale of bonds, 
private leasing; there currently are no federal capital 
grant programs for ICF/MR capital construction costs.  
Senator Chafee indicates the bill would continue to  
provide federal reimbursement for capital costs through 
reimbursement of building depreciation and mortgage  
interest or fair market rent. 

ISSUE: The bill imposes a limitation on payments for services provided in large ICF/MRs and 
Skilled Nursing Facilities. 

NYSARC ANALYSIS OMRDD ANALYSIS 

Creates strong incentives for acceleration of pace of 
deinstitutionalization to avoid increase in state share 
cost of institutional services. 

Creates strong incentives for "Medicaiding" certain 
community services (e.g., community residences, family 
support, vocational rehabilitation services) to offset 
loss of federal reimbursement for institutional service 
cost increases which exceed base year cost. 

Provides for increase in federal reimbursement during 
any year in which CPI inflation exceeds 6% (only-
excess over 6% additionally reimbursed). Provides for 
increases in federal reimbursement to cover costs 
attributable to implementation of an approved reduction 
plan. 

ISSUE: Medicaid Entitlement 
NYSARC ANALYSIS 

Amendment establishes freeze on maximum federal 
reimbursement payable to states for developmentally 
disabled people living in ICF/MRs with 16 or more 
beds. 
Freeze or capped amount is not indexed for states to 
accommodate union negotiations, fixed cost trends, 
most inflation, necessary capital improvements or the 
cost of deinstitutionalization. 
Constitutes dangerous precedent by limiting a Medicaid 
entitlement. 
Limitation on payment aspect of bill exceeds positive 
aspects of the bill. 

OMRDD ANALYSIS 
 

The bill imposes a freeze on Medicaid reimbursement 
for large facilities. The federal government currently 
has authority to impose upper limits on payments for 
certain Medicaid services, e.g. cost of medications. 
ICF/MRs, etc., therefore, no precedent would be set 
by the "Chafee Bill". 

While the bill would limit or infringe upon an entitle-
ment  -  institutional care  -  it would establish new 
community service entitlements and authorizes states 
to establish many additional community service entitle-
ments at their dis cretion. 

The freeze on federal reimbursement for large facilities 
sets a dangerous precedent on the issue of Medicaid 
entitlement. 

The bill opens up community services to families 
caring for persons who are disabled living at home. 

The "Chafee Bill" provides a much broader array of 
services that could potentially drive Medicaid 
reimbursement. 

No federal Medicaid for capital construction costs 
associated with establishing and operating small com-
munity living facilities. 
"Chafee Bill" disallows federal Medicaid for capital costs 
associated with small community living facilities. 

Up front capital expenditures are not shared by the 
federal government under the "Chafee Bill". 
States would have to pay for capital construction and 
major renovation costs. 



ISSUE: The "Chafee Bill" disallows reimbursement for room and board costs. 
NYSARC ANALYSIS OMRDD ANALYSIS 

 

The bill limits Medicaid reimbursement for room and board 
costs to those extraordinary costs of food or housing 
attributable to the disabling condition of individuals 
served. 
Currently, Community Residences receive SSI provider 
payments which pay a portion of room and board  
costs. The federal share of SSI is $554 per person per 
month; the State share is $370 upstate and $400  ' 
downstate. 
Amendments should be sought to ensure that extra -
ordinary food and housing costs attributable to the 
disabling condition and the high cost of living of certain 
geographical locations is reimbursable under the bill. 

ISSUE: Under the "Chafee Bill", could the State continue to build or obtain funding increases 
for Small Residential Units (SRUs) located on the grounds of developmental centers 
operated by the State? 

NYSARC ANALYSIS OMRDD ANALYSIS 

The bill encourages the development of small com- The State loses the ability to build SRL's. 
muniry living facilities located in residential neighbor-   
hoods populated primarily by non-disabled individuals. 
Size of new facilities would be limited to 3x the average 
family size in the area in which the facility is located per 
the 1980 decennial census. 
The bill provides for federal reimbursement as "com-
muniry living facilities" for those facilities 15 persons or 
less, which do not increase in size after the bill's 
enactment. 

Reimbursement for clusters of up to three facilities 
with up to eight residents per SRU would be 
allowable. 
The bill would not provide reimbursement for new 
SRUs unless they were located in a residential neigh 
borhood for non-disabled individuals, which would 
be very unlikely.  

ISSUE: The bill broadens the eligibility requirements for individuals to receive services by 
substituting criteria approved in the New York State Medicaid Plan with the SSI eligibility 
criteria contained in Section 1614(3) of the Social Security Act; the bill would increase 
the age of onset of disability criterion by one year, up to age 50, during each succeeding 
year after enactment. 

NYSARC ANALYSIS OMRDD ANALYSIS 

The impact of this provision is difficult to determine. 

ft seems to allow Medicaid reimbursement for persons who 
become mentally ill prior to the age of onset limit 
established by the bill (currently 18 years of age under 
New York State law.) 
The bill could conceivably make certain individuals who 
are homeless and disabled eligible for services.  

The bill could create competition among State agencies for 
Medicaid funding. 
The bill liberalizes the use of Medicaid funding for 
individuals who will likely receive increased attention 
and services from New York State with or without 
enactment of the "Chafee Bill". 

The bill prohibits funding for room and board costs 
for small community residential programs. 
Currently, Medicaid pays for all room and board costs 
associated with the operation of ICF/MRs. 

The impact of increasing the age threshold annually 
is unknown. 
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